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E. O. 11652: N/A 

TAGS: MARR, PEPR, PINS, SHUM, MY, US 
SUB J : FY 80 SECURITY ASSISTANCE PROGRAM 

REF: A) STATE 226384, B) STATE 220959, C) SECURITY ASSISTANCE 
DECISION UNIT OVERVIEW MALAYSIA, AS REV. 08-17-78. 

D) KUALA LUMPUR 8980, E) STATE 204484 AND PREVIOUS 
RE FY-78 FMS CUTS, F) KUALA LUMPUR 7437, G) KUALA 
LUMPUR 7386, H) KUALA LUMPUR A-013, 02/13/78 

1 . WE ARE CONCERNED ABOUT ADVERSE IMPLICATIONS 
OF PROJECTED FMS AND IMET CUTS PROJECTED FOR 
MALAYSIA FOR FY-80 AND BYONE AS REPORTED IN 
REFS A AND B, PARTICULARLY SINCE MALAYSIA IS THE 
ONLY EA COUNTRY BEING SINGLED OUT FOR DRASTIC 
REDUCTIONS. ASIDE FROM THE CUTS THEMSELVES, WE 
ARE CONCERNED THAT THE GOM WILL INTERPRET THIS AS 
DISCRIMINATORY TREATMENT AND AS SOMEHOW 
DIRECTEDSPECIFICALLY AGAINST MALAYSIA, AND SO IMPLICITLY 
COUNTER TO THE SPIRIT OF THE RECENT US-ASEAN DIALOGUE. 

2. OUR POLICY INSTRUMENTS WITH REGARD TO MALAYSIA 
ARE LIMITED (E. G. WE HAVE A LARGE PEACE CORPS 
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PROGRAM BUT NO AID PROGRAM) AND IN THIS CONTEXT 
OUR FMS CREDIT AND IMET PROGRAMS ASSUME CONSIDERABLE 
IMPORTANCE IN OUR BILATERAL RELATIONS. NO ONE 
ARGUES WITH THE FACT THAT MALAYSIA IS A VERY 
PROSPEROUS, WELL-MAGAED "MIDDLE-TIER" COUNTRY AND 
THEREFORE CAN AFFORD TO PURCHASE FOR "CASH ON THE 
BARREL HEAD" MOE WEAPONRY THAN IT HAS UP TO NOW. 
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HAVING ABJURED ARMS RACES WITH ITS NEIGHBORS, THE 
GOM HAS COME TO US FOR MODEST AMOUNTS OF ASSISTANCE 
IN MEETING LEGITIMATE DEFENSE NEEDS. THE FMS 
CREDITS ARE APPRECIATED FOR THEIR CONCESSIONAL 
ASPECTS, BUT MORE IMPORTANT IS THE TANGIBLE 
DEMONSTRATION OF OUR INTEREST IN THEIR SECURITY 
THAT THIS PROGRAM PROVIDES. OUR CONCERN IS THAT 
THIS WILL APPEAR LESS TANGIBLE, AND THE SYMBOLIC 
VALUE WILL ERODE, ESPECIALLY IF MALAYSAI IS 
SINGLED OUT. 

3. THE GOM MAY WELL EXPECT SOME MODEST REDUCTIONS 
IN FMS AVAILABILITIES IN COMING YEARS, AND THE 
WORKING LEVEL IS QUITE AWARE OF SOME OF THE PRO- 
BLEMS THEIR BUREAUCRATIC PROGRAMMING DELAYS HAVE 
CREATED FOR US AND CONSEQUENTLY DISADVANTAGED 
THEM IN OUR "FIRST COME, FIRST SERVED" FUNDING 
PROCESS. HOWEVER, A PRECIPITATE REDUCTION IN 
CREDIT AVAILABILITY FOR MALAYSIA ALONE, BRINING 

IT BELOW THE DOLAR TEN MILLION LINE, WILL 
UNDOUBTEDLY BE SEEN BY THEIR LEADERSHIP AS 
CONTRADICTING OUR POLICY PRONOUNCEMENTS RE 
MAINTAINING INTEREST IN SOUTHEAST ASIA, PARTICULARLY 
IN THE ASEAN COUNTRIES. AT THE VERY LEAST WE 
WILL NEED CLEAR AND PERSUASIVE GUIDANCE ON THE 
RATIONALE BEHIND THESE CUTS AND AS TO WHY MALAYSIA 
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IS SINGLED OUT. 

4. OUR GREATEST CONCERN IS OVER IMET. HOW CAN 
WE JUSTIFY TO THE GOM INCREASING THE BURMESE 
ALLOTMENT AT THE EXPENSE OF MALAYSIA (WHICH HAS 
JUST HAD ITS FIFTH FREE NATIONAL ELECTION)? NOT 
ONLY DOES THIS SEVERAL HUNDRED THOUSAND DOLLAR 
PROGRAM SERVE AS A MILITARY COUNTERPART OF THE 

IVP, FOSTERING CONTACTS AND INFLUENCE WITH MALAYSIAN 
MILITARY, BUT IT ALSO ACCORDS DIRECTLY WITH OUR 
HUMAN RIGHTS INTERESTS BY EXPOSING MALAYSIA MILITARY 
PERSONNEL TO U.S. VALUE AND INSTITUTION. 

5. IT IS ALSO IMPORTANT TO REMEMBER THAT MALAYSIA FACES 
A SMALL BUT CONTINUING COMMUNIST INSURGENCY. THE 
GOM IS DEALING WITH IT EFFECTIVELY, BUT IT TAKES 

IT VERY SERIOUSLY AND CONSIDERS IT A LONG-TERM 
PROBLEM DIRECTLY RELATED TO THE SECURITY OF THE 
ASEAN REGION IN ADDITION TO MALAYSIA'S OWN 
INTERNAL SECURITY. WE STRONGLY URGE THAT A WAY 
BE FOUND TO AVOID SINGLING MALAYSIA OUT AND 
THAT CONSIDERATION BE GIVEN TO ADOPTING AN ASEAN- 
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WIDE POLICY TOWARD FMS THAT WILL REFLECT A CON- 
SISTENT U.S. ATTITUDE TOWARD THE ASEAN REGION 
WITH REGARD TO FMS. FOR THESE REASONS. WE BELIEVE 
THAT THE PROJECTED FY 80 FMS LEVEL FOR MALAYSIA 
SHOUDL BE SOMETHING CLOSE TO THE DOLLAR THIRTEEN 
MILLION WE RECOMMENDED PREVIOUSLY AND AS 
INCORPORATED IN PACKAGE 3 IN REF C. IN ANY CASE, 

WE SGRONGLY BELIEVE IMET SHOULD NOT BE REDUCED 
BELOW DOLLARS SIX-HUNDRED THOUSAND AS PREVIOUSLY 
RECOMMENDED. 

MILLER 
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